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U.S. consumer credit and mortgage borrowing expanded rapidly prior to the 2008-9 financial crisis, allowing relatively unsophisticated consumers to decide how much they could afford to borrow. As a consequence, Americans today are more likely to enter retirement in debt than ever before, which poses some concerns. For one, higher debt levels make older households quite sensitive to rising interest rates. For another, retirees may need to devote a growing fraction of their incomes to servicing the rising debt.
Various explanations have been offered for the rapid increase in debt among the population at large, including the rise in house prices during the 2000's and the growth of easier mortgages (e.g., Dynan and Kohn, 2007; Mian and Sufi, 2011) . Another is that technological change in the lending market induced risk-based pricing and made it easier for households to borrow (Edelberg, 2006; Dynan, 2009 
I. Evolution of Debt Across Cohorts
We evaluate assets and debt of people age 56-61 at three different points in time; the cohorts covered are the HRS baseline (born 1931-1941, surveyed in 1992) , the War Babies (born 1942-1947, surveyed in 2004) , and the Early Boomers (born 1948-1953, surveyed in 2010) . The difference in time [ Insert Table 1 Our concern regarding these trends is that debt and financial situation of people at older ages will deteriorate as short-term interest rates increase again from record low levels of late (Schmidt, 2013).
We next turn to explore debt to asset ratios, to assess older persons' financial situation as they near retirement. Panel B of Table 1 shows that it is not just the value of debt that Since debt is likely to incur higher interest rates than liquid assets pay, some households are likely overlooking sensible ways to manage their balance sheets.
II. Financial Fragility Indicators
One of the most important decisions people make during retirement is how to decumulate wealth, yet our results imply that aging Americans will also need to manage and pay off heavy debt burdens in retirement. This is made more difficult by the fact that older persons frequently move a portion or all of their wealth to fixed income assets. In addition, if future equity returns are lower than in the past (as many predict), it will be increasingly critical for older people to manage assets and liabilities wisely, and to pay off some of this higher-interest debt. implications, in that older persons will be more sensitive to interest rate increases.
1 In multivariate analysis not detailed here, we find that both the War Babies and Early Boomers were more likely to be in debt at ages 56-61 and financially vulnerable, versus the HRS baseline reference group, even after controlling for socio-demographic differences such as marital status, sex, number of children, race, education, income, and health. Early Boomers held significantly more debt and were more financially vulnerable for all three debt-to-asset measures.
Moreover, debt at older ages may become a factor in elder bankruptcy and retirement security.
Most theoretical models of household behavior to date have tended to focus on investment portfolios, but they have devoted little attention to debt patterns (e.g., Chai et al., 2011; Lusardi, Michaud, and Mitchell, 2017 Notes: The sample includes all individuals age 56-61 in the HRS cohorts indicated; data weighted. Total debt includes the value of mortgages and other loans on the household's primary residence, other mortgages, and other debt (including credit card debt, medical debt, etc.). Total assets include all checking and savings accounts, CDs, money market funds, T-bills, bonds/bond funds, stocks/stock market funds, IRAs, 401(k)'s and Keoghs, the value of primary residence and other real estate, vehicles, business equity, and other savings. Housing debt includes home mortgages and other home loans. Liquid assets are defined as the sum of checking and savings accounts, CDs, money market funds, T-bills, bonds/bond funds, and stocks/stock market funds. All monetary values in $2015. Ratios defined only for those who have a strictly positive value of assets.
